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SHUKDSV EHFDXVH MXVWLFH XQPRGLILHG VHHPLQJO\ IDLOV WR FRQYH\ WKH
PDJQLWXGHRIWKHXQGHUO\LQJGHPDQGIRUFKDQJH+RZHYHUWKHPHDQLQJ
RIWKHWHUPLVQRWSDUWLFXODUO\FOHDUQRULVLWXVHGLQDFRQVLVWHQWPDQQHU
 5REHUW::RRGUXII 3URIHVVRU RI /DZ DQG )RXQGLQJ 'LUHFWRU RI WKH 9XOQHUDELOLW\
,QLWLDWLYH(PRU\8QLYHUVLW\DQG/HHGV8QLYHUVLW\8.
 7KHUH DUHDOVRTXHVWLRQVDERXWKRZ WKH FRQFHSW RI WKH VRFLDO UHODWHV WRRWKHU MXVWLFH





VWUXFWXUHV  7KH 2[IRUG /LYLQJ 'LFWLRQDU\ GHILQHV VRFLDO DV ´UHODWLQJ WR VRFLHW\ RU LWV
RUJDQL]DWLRQµ  6RFLDO 2;)25' /,9,1* ',&7,21$5,(6 KWWSVHQR[IRUGGLFWLRQDULHVFRP
GHILQLWLRQVRFLDO>KWWSSHUPDFF6&*/1'/@
 $FFRUGLQJ WR WKH5HSRUW RI WKH 6SHFLDO5DSSRUWHXU RQ H[WUHPHSRYHUW\ DQG KXPDQ
ULJKWVRQKLVPLVVLRQWRWKH8QLWHG6WDWHVRI$PHULFD´7KH8QLWHG6WDWHVKDVWKHKLJKHVWUDWH
RILQFRPHLQHTXDOLW\DPRQJ:HVWHUQFRXQWULHVµ81+XPDQ5LJKWV&RXQFLO6HFUHWDULDW
5HSRUW RI WKH 6SHFLDO5DSSRUWHXU RQ([WUHPH3RYHUW\ DQG+XPDQ5LJKWV RQ +LV0LVVLRQ WR WKH













PDQ\ RWKHUV KH VHHPLQJO\ MXPEOHV WRJHWKHU LGHDV DERXW IDLU GLVWULEXWLRQ RI UHVRXUFHV
SUHIHUUHGQHXWUDOLW\RIWKHVWDWHGLVSDUDWHSRZHUUHODWLRQVUHVRUWWRUDWLRQDOLW\DQGWKHQHHG




0,/29$129,& 62&,$/-867,&( 7+(25,(6 ,668(6$1'029(0(176
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WKH FRQWHPSRUDU\PHDQLQJRI VRFLDO MXVWLFH , VXJJHVW WKDWYXOQHUDELOLW\
WKHRU\ZKLFK VHHNV WR UHSODFH WKH UDWLRQDOPDQRI OLEHUDO OHJDO WKRXJKW
ZLWKWKHYXOQHUDEOHVXEMHFWVKRXOGEHXVHGWRGHILQHWKHFRQWRXUVRIWKH
WHUP  5HFRJQLWLRQ RI IXQGDPHQWDO XQLYHUVDO DQG SHUSHWXDO KXPDQ
YXOQHUDELOLW\ UHYHDOV WKH IDOODFLHV LQKHUHQW LQ WKH LGHDOV RI DXWRQRP\
LQGHSHQGHQFH DQG LQGLYLGXDO UHVSRQVLELOLW\ WKDW KDYH VXSSODQWHG DQ
DSSUHFLDWLRQ RI WKH VRFLDO  , VXJJHVW WKDWZH QHHG WR GHYHORS D UREXVW
ODQJXDJH RI VWDWH RU FROOHFWLYH UHVSRQVLELOLW\ RQH WKDW UHFRJQL]HV WKDW
VRFLDOMXVWLFHLVUHDOL]HGWKURXJKWKHOHJDOFUHDWLRQDQGPDLQWHQDQFHRIMXVW
VRFLDOLQVWLWXWLRQVDQGUHODWLRQVKLSV
$ YXOQHUDELOLW\ DSSURDFK LV QRW FHQWHUHG RQ VSHFLILF LQGLYLGXDOV RU
JURXSV RU RQ KXPDQ DQG FLYLO ULJKWV  ,W LV QRW D VXEVWLWXWH WHUP IRU
ZHDNQHVV RU GLVDGYDQWDJH QRU LV LW MXVW DQRWKHU ZD\ WR LQGLFDWH
LPSHUPLVVLEOHGLVFULPLQDWLRQ 5DWKHUDGGUHVVLQJKXPDQYXOQHUDELOLW\
FDOOVLQWRIRFXVZKDWZHVKDUHDVKXPDQEHLQJVZKDWZHVKRXOGH[SHFWRI
WKH ODZV DQG WKH XQGHUO\LQJ VRFLDO VWUXFWXUHV DQG UHODWLRQVKLSV WKDW




LW  :KLOH LW GRHV QRW SUHVFULEH D VSHFLILF IRUP RI VWDWH RUJDQL]DWLRQ
YXOQHUDELOLW\ WKHRU\GRHV FDOO IRU D VWDWH WKDW LV UHVSRQVLYH WRXQLYHUVDO
KXPDQ QHHGV DQG IRU WKH UHRUJDQL]DWLRQ RI PDQ\ H[LVWLQJ VWUXFWXUHV
ZKLFK DUH FXUUHQWO\ EDVHG RQ D FRQFHSWLRQ RI OHJDO RUGHU WKDW XQGXO\
YDORUL]HVLQGLYLGXDOOLEHUW\DQGFKRLFHDQGLJQRUHVWKHUHDOLWLHVRIKXPDQ
GHSHQGHQF\DQGYXOQHUDELOLW\
 9XOQHUDELOLW\ WKHRU\ VXSSOHPHQWV DQWLGLVFULPLQDWLRQ DSSURDFKHV LQ WKDW LW LV QRW
LQLWLDOO\FRQFHUQHGZLWKH[FOXVLRQDQGLQHTXDOLW\EXWRQWKHQDWXUHRIWKHLQVWLWXWLRQVWKHLU






 6HH 0DUWKD)LQHPDQ7KH9XOQHUDEOH6XEMHFWDQGWKH5HVSRQVLYH6WDWH  (025</- 
²>KHUHLQDIWHU)LQHPDQ5HVSRQVLYH6WDWH@
Valparaiso University Law Review, Vol. 53, No. 2 [2019], Art. 2
https://scholar.valpo.edu/vulr/vol53/iss2/2
@ 9XOQHUDELOLW\DQG6RFLDO-XVWLFH 
,, 7+(75$16)250$7,212)62&,$/-867,&( ,167,787,216 ,'($6$1'
7+(/$:
+LVWRULFDOO\ VRFLDO MXVWLFH ZDV WKRXJKW WR KDYH HPDQFLSDWRU\
SRWHQWLDO 7KHWHUPZDVXVHGDVDUDOO\LQJFU\E\SURJUHVVLYHWKLQNHUV
DQG DFWLYLVWV ZKR XQGHUVWRRG LW WR EH D FDOO IRU ´WKH IDLU DQG
FRPSDVVLRQDWHGLVWULEXWLRQRIWKHIUXLWVRIHFRQRPLFJURZWKµSDUWLFXODUO\
IRUWKHZRUNLQJFODVV$UHSRUWE\WKH81'HSDUWPHQWRI(FRQRPLF
DQG 6RFLDO $IIDLUV ´81 5HSRUWµ ´6RFLDO -XVWLFH LQ DQ 2SHQ:RUOGµ
VLWXDWHV WKH RULJLQV RI WKH WHUP LQ WKH DGYDQFH RI LQGXVWULDO DQGXUEDQ
FDSLWDOLVP ZKLFK ZDV FRQVROLGDWHG GXULQJ WKH \HDUV DIWHU WKH 6HFRQG
:RUOG:DUDQGWKHDGYHQWRIVRFLDOGHPRFUDFLHV´8QOLNHMXVWLFHLQWKH
EURDG VHQVH VRFLDO MXVWLFH LV D UHODWLYHO\ UHFHQW FRQFHSW ERUQ RI WKH
VWUXJJOHVVXUURXQGLQJWKHLQGXVWULDOUHYROXWLRQDQGWKHDGYHQWRIVRFLDOLVW
DQG ODWHU LQ VRPHSDUWV RI WKHZRUOG VRFLDO GHPRFUDWLF DQG&KULVWLDQ
GHPRFUDWLFYLHZVRQ WKH RUJDQL]DWLRQRI VRFLHW\µ  ,Q WKHZDNHRI WKH
,QGXVWULDO5HYROXWLRQWKHH[SDQVLRQRIODUJHVFDOHSURGXFWLRQDQGJURZWK
RI PDUNHWV DV WKH PRGH RI SURGXFWLRQ DQG GLVWULEXWLRQ LQFUHDVHG WKH
DYDLODELOLW\RIJRRGVDQGVHUYLFHV:KLOHWKLVPDGHRXUFROOHFWLYHOLYHV
HDVLHUDQGPRUHFRPIRUWDEOHLWDOVRUHVXOWHGLQVNHZHGDGYDQWDJHV³ZLWK
PDWHULDO DIIOXHQFH IRU VRPHEXWSRYHUW\ H[FOXVLRQDQGGHSULYDWLRQ IRU
RWKHUV  .DUO 3RODQ\L UHIHUUHG WR WKLV HUD·V VRFLDO DQG SROLWLFDO

















 6HH JHQHUDOO\ .$5/ 32/$1<, 7+(*5($7 75$16)250$7,21  %HDFRQ 3UHVV G HG

 +HDOVRQRWHG WKHZD\V LQZKLFKNH\HOHPHQWVRI VRFLHW\ VXFKDV ODERUDQGQDWXUDO
UHVRXUFHV ZHUH WUDQVIRUPHG LQWR FRPPRGLWLHV WR EH ERXJKW DQG VROG  ´7KH ,QGXVWULDO
5HYROXWLRQZDVPHUHO\WKHEHJLQQLQJRIDUHYROXWLRQDVH[WUHPHDQGUDGLFDODVHYHULQIODPHG
WKHPLQGVRI VHFWDULDQVEXW WKHQHZFUHHGZDVXWWHUO\PDWHULDOLVWLFDQGEHOLHYHG WKDWDOO
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DV ZHOO DV WKH SURSXOVLRQ RI UHIRUPV UHJDUGLQJ HGXFDWLRQ DQG
HPSOR\PHQW
6LJQLILFDQWO\WKHSULQFLSOHWKDWVRFLDOMXVWLFHVKRXOGEHDFFRPSOLVKHG
E\ VRFLDO PHDQV ZDV LPSRUWDQW WR WKH UHIRUPHUV  )UDQNOLQ 'HODQR










JHQHUDOO\ -$&2% 6 +$&.(5 	 3$8/ 3,(5621 $0(5,&$1 $01(6,$ +2: 7+( :$5 21
*29(510(17/('8672)25*(7:+$70$'($0(5,&$35263(5
 6HH-0:HGHPH\HU	3HUF\0RRUH7KH$PHULFDQ:HOIDUH6\VWHP&$/ / 5(9
VKRZLQJWKHLPSOHPHQWDWLRQRIVRFLDOMXVWLFHLGHDV6HH DOVR.$5(17$1, 67$7(62)





$V RXU 1DWLRQ KDV JURZQ LQ VL]H DQG VWDWXUH KRZHYHU³DV RXU
LQGXVWULDOHFRQRP\H[SDQGHG³WKHVHSROLWLFDOULJKWVSURYHGLQDGHTXDWH
WRDVVXUHXVHTXDOLW\LQWKHSXUVXLWRIKDSSLQHVV:HKDYHFRPHWRD
FOHDU UHDOL]DWLRQRI WKH IDFW WKDW WUXH LQGLYLGXDO IUHHGRPFDQQRW H[LVW
ZLWKRXWHFRQRPLF VHFXULW\DQG LQGHSHQGHQFH  ´1HFHVVLWRXVPHQDUH
QRWIUHHPHQµ3HRSOHZKRDUHKXQJU\DQGRXWRIDMREDUHWKHVWXIIRI
ZKLFKGLFWDWRUVKLSVDUHPDGH,QRXUGD\WKHVHHFRQRPLFWUXWKVKDYH
EHFRPH DFFHSWHG DV VHOIHYLGHQW  :H KDYH DFFHSWHG VR WR VSHDN D
VHFRQG%LOORI5LJKWVXQGHUZKLFKDQHZEDVLVRIVHFXULW\DQGSURVSHULW\
FDQEHHVWDEOLVKHGIRUDOOUHJDUGOHVVRIVWDWLRQUDFHRUFUHHG
3UHVLGHQW)UDQNOLQ'5RRVHYHOW6WDWHRI WKH8QLRQ0HVVDJH WR&RQJUHVV -DQ 
KWWSZZZSUHVLGHQF\XFVEHGXZVLQGH[SKS"SLG  >KWWSVSHUPDFF(8.
9:0@1RWHWKDWIUHHGRPKHUHLVSHUFHLYHGDVFRQWLQJHQWRQHFRQRPLFVHFXULW\QRWRQWKH




DQ LQGLYLGXDO UHVSRQVLELOLW\  $Q DFWLYH DQG SURJUHVVLYH VWDWH DQG LWV
SXEOLF DJHQFLHV ZHUH GHHPHG WKH OHJLWLPDWH VRXUFHV IRU UREXVW DQG
FRKHUHQW GLVWULEXWLYH SROLFLHV  $PRQJ WKH VSHFLILF HQWLWOHPHQWV
HQXPHUDWHGZHUHWKHULJKWWRZRUNGHFHQWSD\KDYHDGHFHQW




SULQFLSOH WKDW JRYHUQPHQW VKRXOG LQWHUYHQH WR SURYLGH VRPH OHYHO RI
HFRQRPLF DQG VRFLDO SURWHFWLRQ WR WKRVH ZKR QHHGHG LW LQ WKH IDFH RI
HFRQRPLFGLVORFDWLRQDQGGLVUXSWLRQGLGEHFRPHLQVWLWXWLRQDOL]HGGXULQJ
WKDW HUD  5HFRJQLWLRQ DQG DFFHSWDQFH RI WKH QHHG IRU DQ DFWLYH VRFLDO
ZHOIDUHUROHIRUJRYHUQPHQWZDVEURDGO\DFFHSWHGXQWLOWKHVZKHQ
WKH 5HDJDQ HUD VHHGHG DQG QXUWXUHGZLGHVSUHDG VXVSLFLRQV DERXW WKH
HYLOVRI´ELJJRYHUQPHQWµ
7RGD\ ZH DJDLQ IDFH WKH NLQG RI ZLGHVSUHDG LQHTXDOLW\ DQG







 ,PSRUWDQWO\ VRFLDO MXVWLFH ZDV QRW GHILQHG E\ RU OLPLWHG WR ZKDW KDYH EHFRPH WKH
´WUDGLWLRQDOµSURWHFWHGFDWHJRULHVVXFKDVUDFHJHQGHURUGLVDELOLW\5DWKHUWKHFDWHJRU\




UHODWLYH HTXDOLW\RISRYHUW\DPRQJ VWDWHZHOIDUH UHFLSLHQWVPDUNHWGLIIHUHQWLDWHGZHOIDUH
DPRQJ WKHPDMRULWLHVDQGD FODVVSROLWLFDOGXDOLVPEHWZHHQ WKH WZR 6HH*67$(63,1*
$1'(56(1 7+(7+5((:25/'62):(/)$5(&$3,7$/,60)RUDGHWDLOHGKLVWRU\RI
WKHZHOIDUH VWDWH LQ WKH86 VHH 7$1, VXSUDQRWH  DW  +RZHYHU WKH UKHWRULF RYHU
JRYHUQPHQWFKDQJHGDIWHUWKHVHYHQWLHV$IWHU&DUWHUKDGZRQWKHSUHVLGHQF\SURPLVLQJD
JRYHUQPHQW ´DV JRRG DV LWV SHRSOHµ 5HDJDQ UDQ IRU SUHVLGHQW RQ DQ DQWLJRYHUQPHQW
SURJUDP  ´JRYHUQPHQW ZDV WKH SHRSOH·V DQWDJRQLVW WKH OLPLWHU RI WKHLU OLPLWOHVVQHVVµ
'$1,(/7 52'*(56 7+($*(2))5$&785(6HHDOVR:LOOLDP6FKQHLGHU7KH1HZ
6KDSHRI$PHULFDQ3ROLWLFV7+($7/$17,&KWWSVZZZWKHDWODQWLFFRPSDVWGRFV
SROLWLFVSROLELJVFKQQHZKWP >KWWSVSHUPDFF8(0$-@ GHVFULELQJ WKH GHFOLQH LQ
WKHDFFHSWDQFHRIDQHHGIRUDQDFWLYHVRFLDOZHOIDUHLQWKHVHYHQWLHV
 ,QIDFWLWLVQRZFRPPRQSODFHWRVWDWHWKDWZHDUHOLYLQJDQHZ*LOGHG$JHHVSHFLDOO\
DIWHU 3LNHWW\·V SDWKEUHDNLQJ ERRN RQ LQHTXDOLW\  6HH HJ 7+20$6 3,.(77<
&$3,7$/ ,1 7+(7:(17<),567&(1785<  6HH DOVR'DYLG 6LQJK*UHZDO7KH/DZVRI
&DSLWDOLVP+$59 / 5(9²FRPSDULQJWKHFXUUHQWHFRQRPLFFOLPDWHWR
WKHHFRQRPLFFOLPDWHGXULQJWKH,QGXVWULDO5HYROXWLRQ
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 9$/3$5$,6281,9(56,7</$:5(9,(: >9RO
FDVH RQ ERWK WKH FRQVHUYDWLYH DQG WKH OLEHUDO VLGHV RI WKH SROLWLFDO
VSHFWUXP,QIDFWWKHFRPPLWPHQWWRDFROOHFWLYHRUVRFLDODVVHVVPHQWRI





UHODWLRQ WR VKLIWLQJ SROLWLFDO HFRQRPLF DQG VRFLDO FLUFXPVWDQFHV DQG








5HSRUW VSHFLILFDOO\ SRLQWHG WR WKH HURGLQJ HIIHFWV RI DQ LQGLYLGXDOO\






KDQG DQG VWDWH RYHUUHDFK DQG LQWHUIHUHQFH RQ WKH RWKHU  -XVWLFH LV QR
ORQJHUJURXQGHG LQ WKHFUHDWLRQRIEURDGVRFLDOZHOIDUHSURMHFWVXQOHVV
WKH\ WDUJHW WKH SRRU RU GLVDGYDQWDJHG RU DUH GLUHFWHG DW LQFUHDVLQJ
EXVLQHVV DQG HQWUHSUHQHXULDO RSSRUWXQLWLHV GHHPHG OLNHO\ WR XQOHDVK
HFRQRPLFJURZWKDQGWULFNOHGRZQWRFRPPXQLWLHV,QIDFWLQGLYLGXDO
 3DUWRI WKLVZDV IDFLOLWDWHGE\ WKHZD\WKDWVRFLDO MXVWLFHPRYHPHQWVZHUHRUJDQL]HG
DURXQG JURXS LGHQWLWLHV LQ WKH WZHQWLHWK FHQWXU\ IROORZLQJ D VHULHV RI VXFFHVVIXO
PRELOL]DWLRQV IRU FLYLO ULJKWV  6HH'HERUDK'LQQHU ´%H\RQG %HVW3UDFWLFHVµ  (PSOR\PHQW
'LVFULPLQDWLRQ/DZ LQ WKH1HROLEHUDO(UD ,1' /-²   , ILUVWH[SUHVVHG
FRQFHUQ DERXW DQ RYHUUHOLDQFH RQ DQWLGLVFULPLQDWLRQ SDUDGLJP LQ )LQHPDQ $QFKRULQJ
(TXDOLW\VXSUDQRWHDW SURYLGLQJWKDWDFROOHFWLYLVWDSSURDFKLVQRWOLNHO\WRKDSSHQ




 6HH 02<1 VXSUD QRWH  DW ² HODERUDWLQJ RQ WKH UHODWLRQVKLS EHWZHHQ
QHROLEHUDOLVP DQG WDUJHWHG PLQLPXP SROLFLHV '$9,' +$59(< $ %5,() +,6725< 2)
1(2/,%(5$/,60²GLVFXVVLQJWKHVSHFLILFIRUPRIWKHQHROLEHUDOVWDWH,QWKHFDVH
RIWKHLQGLYLGXDORUJURXSGLVFULPLQDWLRQRUSURIRXQGGLVDGYDQWDJHEHFRPHVWKHUDWLRQDOH
IRU VRFLDO SROLF\ DOWKRXJK WKH IDPLO\ LV VWLOO VHHQ DV WKH SULPDU\ VRFLDO LQVWLWXWLRQ IRU
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@ 9XOQHUDELOLW\DQG6RFLDO-XVWLFH 
HTXDOLW\DQG OLEHUW\DUHDOO WRRRIWHQFRQVWUXHGDVEDUULHUVDJDLQVW VWDWH




FHQWXU\ UHIOHFWV D FRPSOHPHQWDU\ LQGLYLGXDOLVWLF UHRULHQWDWLRQ
1HROLEHUDOLVPLVSHUFHLYHGDVRFFXS\LQJWKHRSSRVLWHSROHRIWKHSROLWLFDO
VSHFWUXP IURP KXPDQ ULJKWV EXW LW DOVR KDV SURSHOOHG WKH VKLIW WR DQ
LQGLYLGXDOUDWKHUWKDQDFROOHFWLYHFRQFHSWLRQRIMXVWLFH
/LNH LWV FODVVLF IRUP QHROLEHUDOLVP LV D SROLWLFDOHFRQRPLF WKHRU\










UDGLFDO WKHRU\ LQ ZKLFK WKH PDUNHW³QRW SURJUHVVLYH VRFLDO ZHOIDUH
SROLF\³SURYLGHV WKH ORJLF IRU RUGHULQJ VRFLHW\ DQG GLVWULEXWLQJ LWV
EHQHILWV DQG EXUGHQV  ,Q PXFK RI QHROLEHUDO GLVFRXUVH WKH PDUNHW LV
SRVLWLRQHGDVLQHYLWDEO\RSSRVHGWRUDWKHUWKDQEHLQJWKHEHQHILFLDU\RI
GHSHQGHQF\)RUDFRUSRUDWLRQRUEXVLQHVVLWVFRQVWUXFWHGUROHLQWKHHFRQRPLFVXFFHVVIRU
VRFLHW\ LV WKH MXVWLILFDWLRQ IRU IDYRUDEOH SROLFLHV DQG VXEVLGLHV  %RWK FRUSRUDWLRQV DQG
EXVLQHVVHVDFWDVPHGLDWLQJHFRQRPLFLQVWLWXWLRQVEHWZHHQWKHVWDWHDQGLWVFLWL]HQV
 6HH0$57+$$/%(57621),1(0$1 7+($872120<0<7+ $ 7+(25<2)'(3(1'(1&(
²  GHYHORSLQJ WKHVH LGHDV IXUWKHU DQG WKHRUL]LQJ WKDW LQGLYLGXDO HTXDOLW\ DQG
OLEHUW\ZRUNDJDLQVWWKHJRYHUQPHQW·VDJHQGD
 6HH02<1VXSUDQRWHDW²
 6HH:(1'<%52:1 81'2,1*7+('(026 1(2/,%(5$/,60·667($/7+5(92/87,21

 6HH'LHWHU3OHKZH 7KH2ULJLQVRIWKH1HROLEHUDO(FRQRPLF'HYHORSPHQW'LVFRXUVH LQ 7+(
52$')52002173(/(5,1 7+(0$.,1*2)7+(1(2/,%(5$/7+28*+7&2//(&7,9(²
3KLOLS 0LURZVNL 	 'LHWHU 3OHKZH HGV  GLVFXVVLQJ WKH QHROLEHUDO HFRQRPLF
GHYHORSPHQWGLVFRXUVH,QWKHZRUGVRIWKH6RFLDO-XVWLFH5HSRUW´>7@KHUHDVRQLQJRIWKH
FRPPLWWHGQHROLEHUDOLVWKDWUHPRYLQJWKHFRQVWUDLQWVLPSRVHGE\*RYHUQPHQWVDQGDUFKDLF
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ODLVVH]IDLUH ZKLOH WKH SXEOLF DUHQD LV YLHZHG DV D UHDOP LQ ZKLFK
UHJXODWLRQKLHUDUFK\DQGFRQVWUDLQWPD\UHOXFWDQWO\EHZDUUDQWHG
+RZHYHU WKHPDUNHWZKLOHXQGHUVWRRG WREH IUHH LV E\QRPHDQV
VHHQ DV DQDUFKLVWLF LQ QHROLEHUDO WKRXJKW  7KH PDUNHW LV SHUFHLYHG DV
KDYLQJ D VSHFLILF QDWXUDO RUGHU VWUXFWXUHG E\ LQGLYLGXDO DFWLRQV
XQGHUWDNHQJRYHUQHGE\VHOILQWHUHVWDQGGLVFLSOLQHGE\WKHPDQGDWHVRI
D V\VWHP RI PDUNHW FRPSHWLWLRQ  ,Q WKH ZRUGV RI SHUKDSV LWV PRVW
LQIOXHQWLDOSURSRQHQW0LOWRQ)ULHGPDQ´>1@HROLEHUDOLVPSURSRVHVWKDWLW
LV FRPSHWLWLRQ WKDW ZLOO OHDG WKH ZD\µ  1RWH KRZHYHU WKDW HYHQ
)ULHGPDQFRQFHGHGWKDWWKHUHPXVWEHDQDFWLYHUROHIRUWKHVWDWH´7KH
VWDWH ZRXOG SROLFH WKH V\VWHP >DQG@ HVWDEOLVK FRQGLWLRQV IDYRUDEOH WR
 6HHLGUHPDUNLQJRQWKHSROLWLFVVXUURXQGLQJWKHPRYHPHQW
 6HH+$59(<VXSUDQRWHDW²UHIHUULQJWRWKHJRYHUQPHQW·VUROHLQWKHPDUNHW
 7KH SULYDWHSXEOLF GLVWLQFWLRQ LV DW WKH IRXQGDWLRQ RI HLJKWHHQWKFHQWXU\ OLEHUDO
SROLWLFDOWKHRU\6HHJHQHUDOO\-2+1/2&.( 7:275($7,6(62)*29(510(17,DQ6KDSLUR
HG <DOH8QLY 3UHVV   GLVFXVVLQJ WKH SULYDWHSXEOLF GLVWLQFWLRQ $V , KDYH
GHVFULEHGSUHYLRXVO\
>2@QH RI WKH SULPDU\ RUGHULQJ PHFKDQLVPV RI WKH $PHULFDQ VRFLDO
FRQWUDFW LV WKH FUHDWLRQRI FDWHJRULHV VXFK DV SXEOLF DQG SULYDWH LQWR
ZKLFK VRFLDO LQVWLWXWLRQV SHRSOH DQG SUREOHPV DUH GLVWULEXWHG ZLWK










 6HH )$ +$<(. 7+( &2167,787,21 2) /,%(57<  8QLY &KL 3UHVV  
H[SODLQLQJJRYHUQPHQWLQYROYHPHQWLQDIUHHVRFLHW\
 6HH HJ )$+D\HN&RPSHWLWLRQ DV D'LVFRYHU\3URFHGXUH4 - $8675,$1(&21 )DOO
 DW  ² GLVFXVVLQJ WKH PLFURHFRQRPLF SURFHVVHV WKDW DJJUHJDWH DQG VKDSH
PDFURHFRQRPLFGDWD
 -$0,(3(&. &216758&7,2162)1(2/,%(5$/5($621 6HHDOVR0LOWRQ)ULHGPDQ
1HR/LEHUDOLVP DQG LWV 3URVSHFWV LQ )520 7+( &2//(&7(' :25.6 2) 0,/721 )5,('0$1
5REHUW/HHVRQ	&KDUOHV*3DOPHGVKWWSVPLOWRQIULHGPDQKRRYHURUJ
IULHGPDQBLPDJHV&ROOHFWLRQVF)DUPDQGBBBSGI >KWWSVSHUPDFF
5.:$4@ SURYLGLQJ DQ HODERUDWLRQ RQ )ULHGPDQ·V YLHZV RI QHROLEHUDOLVP DQG
FRPSHWLWLRQ







7R QHROLEHUDOV WKH VHSDUDWH FRQVLGHUDWLRQ RI VRFLDO MXVWLFH RIWHQ LV
FRQVLGHUHG VXVSHFW XQGHUWDNHQ WR LQWHUIHUH ZLWK WKH IUHH PDUNHW DQG




LV ZKDW D IUHH VRFLHW\ SURGXFHV WKURXJK WKH PDUNHW DQG RSHQ
FRPSHWLWLRQ  +H DOVR LQGLFDWHG WKDW WKH ´JUHDWHVW VHUYLFHµ KH FRXOG




:KLOH+D\HNZDVQRW VXFFHVVIXO LQEDQLVKLQJ WKH WHUPSHUKDSVKH
ZRXOGQRWREMHFWWRWKHZD\VRFLDOMXVWLFHLVFXUUHQWO\XQGHUVWRRGZKLFK,
VXJJHVWLVPRVWO\LQZD\VWKDWDUHFRQVLVWHQWZLWKQHROLEHUDOREMHFWLYHV7R
EH IDLU+D\HNKLPVHOIZDVQRW WRWDOO\XQV\PSDWKHWLF WRZKDWKHPLJKW
GHHPVRFLHW\·VORVHUV+HHYHQH[SOLFLWO\HQGRUVHGJRYHUQPHQWDFWLRQLQ




ILUVW NLQG RI VHFXULW\ VKRXOG QRW EH JXDUDQWHHG WR DOO
ZLWKRXWHQGDQJHULQJJHQHUDOIUHHGRP>7@KHUHFDQEH






  ) $ +$<(. /$: /(*,6/$7,21 $1' /,%(57< 7+(0,5$*( 2) 62&,$/ -867,&( 





Fineman: Vulnerability and Social Justice





$OVR UHOHYDQW WR XQGHUVWDQGLQJ FRQWHPSRUDU\ PHDQLQJV RI VRFLDO
MXVWLFHLVWKHIDFWWKDWRYHUWKHFRXUVHRIWKHWZHQWLHWKFHQWXU\MXVWLFHKDV




,Q H[SORULQJ WKLV GHYHORSPHQW , XVH WKH ZRUN RI OHIWOHDQLQJ
SKLORVRSKHU3KLOLSSH9DQ3DULMV³ZKR LVDOVRDVWDXQFKSURSRQHQWRID
EDVLF LQFRPH JXDUDQWHH  9DQ 3DULMV UHFHQWO\ HODERUDWHG RQ KLV
XQGHUVWDQGLQJRIVRFLDOMXVWLFHLQZKLFKKHSODFHGWKHLQGLYLGXDO³QRWWKH
VRFLDO³DV FHQWUDO  +H EHJLQV ZLWK WKH FDYHDW WKDW ´DQ\ GHIHQVLEOH
FRQFHSWLRQV RI VRFLDO MXVWLFH WRGD\ PXVW DUWLFXODWH WKH LPSRUWDQFH ZH
 )$ +$<(. 52$'726(5)'207KLVODERUUHDG\SXUSRVHIRUVRFLDOZHOIDUH
EHQHILWV UHIOHFWVRWKHUQHROLEHUDOFRQFHSWVVXFKDV WKHODQJXDJHRI´ZHOIDUHGHSHQGHQF\µ
DQG ´PRUDO KD]DUGµ ZKLFK SOD\HG DQ LPSRUWDQW UROH LQ XQGHUPLQLQJ WKH H[WHQVLRQ RI
ZHOIDUHSROLFLHV,G,QIDFWE\WKHQLQHWLHV3UHVLGHQW&OLQWRQGHFODUHGWKDWWKHHUDRIELJ
JRYHUQPHQWZDVRYHUDQG WKDW´>W@RGD\ZHDUH HQGLQJZHOIDUHDVZHNQRZ LWµ 6HH
%DUEDUD 9REHMGD &OLQWRQ 6LJQV :HOIDUH %LOO $PLG 'LYLVLRQ :$6+ 3267 $XJ  
KWWSVZZZZDVKLQJWRQSRVWFRPZSVUYSROLWLFVVSHFLDOZHOIDUHVWRULHVZI






 1DQF\ )UDVHU H[SORUHV WKLV WXUQ LQ FULWLFDO WKRXJKW LQ WKH FRQWH[W RI VHFRQGZDYH
IHPLQLVP6HH1DQF\)UDVHU)HPLQLVP&DSLWDOLVPDQGWKH&XQQLQJRI+LVWRU\$Q,QWURGXFWLRQ
$XJ   KWWSVKDOVKVDUFKLYHVRXYHUWHVIUKDOVKVGRFXPHQW
>KWWSVSHUPDFF$-:70;@REVHUYLQJKRZQHROLEHUDOSROLFLHVDIIHFWWKHUHODWLRQVKLS
EHWZHHQ IHPLQLVP DQG FDSLWDOLVW EHKDYLRU  )RU D OHVV VFKRODUO\ DQG URXQGO\ FULWLFL]HG
FRQVHUYDWLYH FRPPHQWDWRU·V VLPLODU DVVHVVPHQW VHH 5RVV 'RXKDW 7KH +DQGPDLGV RI
&DSLWDOLVP -XQH   KWWSVZZZQ\WLPHVFRPRSLQLRQIHPLQLVP
FDSLWDOLVPKWPO>KWWSVSHUPDFF+/)*0:@
 6HH3KLOLSSH9DQ3DULMV6RFLDO-XVWLFHDQGWKH)XWXUHRIWKH6RFLDO(FRQRP\$11$/6
2)38% 	 &223 (&2163(&,$/,668(²DYDLODEOHDWKWWSVFGQXFORXYDLQEH
SXEOLF([SRUWVUHGGRWHWHVGRFXPHQWV6RFLDO(FRQRP\SGI >KWWSVSHUPDFF
8:%$@ $V WKHTXRWHDERYH LQGLFDWHV WKLVSURJUHVVLYHSRVLWLRQZDVDOVRVKDUHGWR
VRPHH[WHQWE\+D\HN$VWKHUHDGHUZLOOVHHLQWKHIROORZLQJSDJHVWKHUHDUHRWKHUSRLQWV
RIFRQYHUJHQFHEHWZHHQWKHVHWZRWKHRULVWV
 6HH LG DW  DGYRFDWLQJ WKDW SHUVRQDO UHVSRQVLELOLW\ LV D GULYLQJ IRUFH WR VRFLDO
HTXDOLW\
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WKDW WKHUH LV DQ\WKLQJ LQKHUHQWO\ ZURQJ ZLWK FRQFHUQ IRU GLYHUVLW\ RU
SOXUDOLVP RU IRU WKDW PDWWHU ZLWK D JRDO RI HTXDO RSSRUWXQLW\  , GR
KRZHYHUZDQW WR DVVHUW WKDW VXFK D IRFXV LV D WKHRUHWLFDO DQG SROLWLFDO
SUREOHPZKHQ LW WRWDOO\ HFOLSVHV WKH QHHGV IXQFWLRQLQJ DQG QDWXUH RI
VRFLHW\DQGPDNHVWKH LQGLYLGXDO WKHRQO\UHOHYDQWPHDVXUHIRU MXVWLFH
7KHUHDOPRIWKHVRFLDOEHFRPHVEOXUUHGLIQRWFRPSOHWHO\GLVVROYHGLQ
ZKDWPLJKWEHWWHUEHGHVFULEHGDVLQGLYLGXDOHFRQRPLFMXVWLFH
,Q UHJDUG WR GHILQLQJ HTXDOLW\ 9DQ 3DULMV FOHDUO\ H[SODLQHG WKDW
HTXDOLW\LVQRWWREHLQWHUSUHWHGWRPHDQHTXLYDOHQFHLQRXWFRPHDQGWKLV
LVWUXHZKHWKHUZKDWLVGLVWULEXWHGLVKDSSLQHVVLQFRPHZHDOWKKHDOWK
RUSRZHU )RUKLP LQHTXDOLWLHV LQGLVWULEXWLRQFDQEH MXVWLILHG LQ WZR
ZD\V  )LUVW LV WKH SULQFLSOH RI SHUVRQDO UHVSRQVLELOLW\ XQGHU ZKLFK
LQHTXDOLWLHVGRQRWYLRODWHDQHJDOLWDULDQPDQGDWHLIWKH\DUHE\SURGXFWV
RI SXUVXLW RI LQGLYLGXDO DFWLRQV SURYLGHG WKHUH LVZKDW KH WHUPV ´UHDO
IUHHGRPµ7KLVLGHDRIUHDOIUHHGRPLVDFHQWUDODQGLQGLYLGXDOO\IRFXVHG
WKHPHLQ9DQ3DULMV·ZRUNDOWKRXJKLWLVQRWIXOO\H[SODLQHG6RPHWLPHV
KHVHHPV WR LQGLFDWH WKDW UHDO IUHHGRPHTXDWHVZLWKRSSRUWXQLW\DQG LV
VRPHWKLQJWREHIDLUO\GLVWULEXWHG´(TXDOLW\LVQRWDPDWWHURIHTXDOL]LQJ






RQH DVVXPHV PHDQV PRQLWRULQJ GLVFULPLQDWLRQ DQG H[FOXVLRQ
3UHVXPDEO\DQ\VWDWHLQWHUIHUHQFHZLWKRXWFRPHZRXOGFRPSURPLVHWKLV
JHQHUDOL]HG DFFHVV WR UHDO IUHHGRP D FRQFOXVLRQ EXWWUHVVHG E\ WKH
 ,G
 ,G






Fineman: Vulnerability and Social Justice




SRVVLELOLWLHV EXW UDWKHU DERXW WKH VXVWDLQDEOH PD[LPL]DWLRQ RI WKH
PLQLPXP³WKHPD[LPLQ³DERXWPDNLQJ WKH UHDO IUHHGRPRI WKRVHZLWK
OHDVW UHDO IUHHGRPDVJUHDW DV VXVWDLQDEO\SRVVLEOHµ 9DQ3DULMV· ORJLF
KHUH H[HPSOLILHV WKH DVFHQGHQF\ RI WKH LQGLYLGXDO RYHU WKH VRFLDO
FRQFHSWLRQRIMXVWLFH




RU ´UHDO IUHHGRPµ  6HFRQG LI WKHUH LV UHDO IUHHGRP WKHQ WKH MXVW RU
HTXLWDEOH GLVWULEXWLRQ RI VRFLDO EHQHILWV DQG UHZDUGV GHPDQGV WKDW
GLVWULEXWLRQ EH DFKLHYHG WKURXJK WKH H[HUFLVH RI LQGLYLGXDO WDOHQW
LQLWLDWLYH DQG HIIRUW³LQ RWKHU ZRUGV HQG UHVXOWV DUH DQ LQGLYLGXDO
UHVSRQVLELOLW\)XQGDPHQWDOVRFLDODUUDQJHPHQWVDIIHFWLQJWKHLQGLYLGXDO
WKDWDUHRXWVLGHRIWKHVFRSHRIDFFHVVTXHVWLRQVDUHQRWLQWHUURJDWHG
7KH YDORUL]DWLRQ RI WKH LQGLYLGXDO DQG LWV LPSOLFDWLRQV IRU WKH
GLPLQLVKPHQWRIWKHVRFLDODUHDOVRHYLGHQWZKHQLWFRPHVWRWKHLGHDRI
ZKDW FRQVWLWXWHV D JRRG OLIH  9DQ 3DULMV UHMHFWV WKH LGHD RI D VRFLDOO\
GHWHUPLQHGFROOHFWLYHO\HQIRUFHGQRWLRQRIMXVWLFHDVVHUWLQJWKDW´ >O@LEHUDO
FRQFHSWLRQV RI MXVWLFH LQ WKLV VHQVH DUH WR EH GLVWLQJXLVKHG IURP SUH
PRGHUQRU WUDGLWLRQDO FRQFHSWLRQVRI MXVWLFHZKLFK VWDUW IURPD VSHFLILF
FRQFHSWLRQRIWKHJRRGOLIHLQRUGHUWRGHWHUPLQHZKDWWKHMXVWVRFLHW\
LVµ  +H HTXDWHV VRFLDO MXVWLFH ZLWK LQGLYLGXDO HFRQRPLF FKRLFH
VSHFLI\LQJRQH VLJQLILFDQW DVSHFW RI UHDO IUHHGRP WREH WKH ´IUHHGRP WR
FRQVXPHµ+HDOVRYDORUL]HVWKHIUHHGRPWRGHWHUPLQHZKDWRQHGRHV
ZLWK RQH·V OLIH  1R FRQVLGHUDWLRQ RI LQGLYLGXDO UHVSRQVLELOLW\ IRU WKH
JHQHUDWLRQRIFROOHFWLYHRUVRFLDOJRRGVLVHODERUDWHG5HDOIUHHGRPWKXV
 ,G
 7KLV LV D UHVWDWHPHQW RI WKHPHULWRFUDF\ SULQFLSOHZKLFK DVVXPHV WKH IXQGDPHQWDO
MXVWQHVV RI VRFLHWDO RUJDQL]DWLRQ  )RU H[DPSOH 7LWOH 9,, RI WKH &LYLO 5LJKWV /DZV DUH
VWUXFWXUHG WR SURYLGH DFFHVV WR VRFLDO LQVWLWXWLRQV EXW QRW WR DVVHVV WKH VWUXFWXUH RU
RUJDQL]DWLRQ RI WKH ZRUNSODFH EH\RQG LWV UHOHYDQFH WR WKH GLVFULPLQDWLRQ SDUDGLJP
6WUXFWXUHLVOHIWWRRWKHUDUHDVRIODZVXFKDVHPSOR\PHQWDQGODERUODZDVZHOODVEXVLQHVV
DQG FRUSRUDWH ODZ ZKLFK DUH QRW JHQHUDOO\ WKRXJKW RI DV VRFLDO MXVWLFH DUHQDV  , ILUVW
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WUDQVODWHV LQWR D FDOO IRU DOORZLQJDQ LQGLYLGXDO WRPD[LPL]HKLV RUKHU
HFRQRPLFSRWHQWLDODQGVRFLDOSRVLWLRQDVKHRUVKHGHILQHVLW
9DQ 3DULMV SRVLWLRQV WKH LQGLYLGXDO DV D IUHHIORDWLQJ DJHQW QRW
VRPHRQH LQHYLWDEO\ FRQWDLQHG ZLWKLQ RU FRQVWUDLQHG E\ VRFLHW\ RQFH
VRFLHW\ KDV SURYLGHG WKH UHTXLUHG RSSRUWXQLW\ RU UHDO IUHHGRP RU E\
SHUVRQDOKLVWRU\DQGH[SHULHQFH 7KHVWDWH LVQRWYLHZHGDVJHQHUDOO\
UHVSRQVLEOH IRU WKH GLUHFW SURYLVLRQ RI JRRGV DQG VHUYLFHV H[FHSW
SHUKDSVLQFUHDWLQJDQRPLQDOVDIHW\QHWQRUVKRXOGLWLQWHUYHQHLQWKH
LQWHUHVWRIHTXLWLHV LQRXWFRPH 7KH VWDWH LV UHVSRQVLEOHKRZHYHU IRU
HQVXULQJ WKHSURSHU IXQFWLRQLQJRIPDUNHWV DQG WKXVSURYLGLQJHTXDO
RSSRUWXQLW\RUUHDOIUHHGRP,URQLFDOO\WKLVSURJUHVVLYHLQGLYLGXDOLVP
SHUVSHFWLYH RQ VRFLDO MXVWLFH UHDFKHV WKH VDPH FRQFOXVLRQ DV




FRPSOHPHQWHG E\ JXDUDQWHHV RI SROLWLFDO DQG FLYLO ULJKWV UHFRJQL]LQJ
LQGLYLGXDOGLJQLW\DXWRQRP\DQGUHVSRQVLELOLW\





MXVWLFH UHGXQGDQWZLWK 9DQ 3DULMV VXSUD QRWH  DW  GHILQLQJ VRFLDO MXVWLFH DV ´UHDO













RULHQWDWLRQ ZLWK FLWLHV DQG VWDWHV ELGGLQJ IRU EXVLQHVVHV WR UHORFDWH VR DV WR SURYLGH
HPSOR\PHQWRSSRUWXQLWLHVRIWHQDWWKHH[SHQVHRISXEOLFSURJUDPVVXFKDVHGXFDWLRQZKHQ
KHDY\ VXEVLGLHV DUH XVHG DV LQFHQWLYHV  )RU LQVWDQFH WKH ODWHVW QRWRULRXV FRPSHWLWLRQ
EHWZHHQ FLWLHVZDV IRU$PD]RQKHDGTXDUWHUV RIIHULQJPLOOLRQV LQ WD[ EUHDNV DQG SXEOLF
LQYHVWPHQWIRUWKHSURPLVHRIFUHDWLQJMREV6HH0-+RZ$PHULFD·V&LWLHVDUH&RPSHWLQJIRU
$PD]RQ·V +HDGTXDUWHUV (&2120,67 'HF   KWWSVZZZHFRQRPLVWFRPWKH
HFRQRPLVWH[SODLQVKRZDPHULFDVFLWLHVDUHFRPSHWLQJIRUDPD]RQV
KHDGTXDUWHUV >KWWSVSHUPDFF01-7@ GHVFULELQJ WKH DWWHPSWV E\ FLWLHV WR OXUH
$PD]RQLQWRHVWDEOLVKLQJDQHZKHDGTXDUWHUVLQWKHLUUHVSHFWLYHFLWLHV
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DUJXPHQWDWLYH WDFWLFV  )LUVW KLV DGRSWLRQ RI D QRWLRQ RI UHODWLYLVP RU




HFRQRPLF HIILFLHQF\ SRVLWLRQV FRVWEHQHILW DQDO\VLV DV WKH XOWLPDWH
VWDQGDUG IRU GHILQLQJ SXEOLF SROLFLHV  )RU WKRVH RI XVZKR VHH VRFLDO
MXVWLFHDVLQHYLWDEO\LQHIILFLHQWVRPHWLPHVWKLVPRYHWRPDUNHWSULQFLSOHV
LVSHUYHUVH
6RFLDO MXVWLFH DGYRFDWHV QHHG D QHZ YRFDEXODU\³RQH WKDW ZLOO VHW
IRUWK D ORJLF RI VRFLDO MXVWLFH WKDW UHFRYHUV WKH QRWLRQ RI D FROOHFWLYHO\
GHWHUPLQHG DQG UHDOL]HG SXEOLF JRRG WKDW ERWK GHILQHV VWDWH RU
JRYHUQPHQWDO UHVSRQVLELOLW\ DQG WDNHV LQWR DFFRXQW HQGV DV ZHOO DV









DFFRPSOLVKLQJ VRFLDO MXVWLFH  /DZV HVWDEOLVK DQG UHJXODWH GXWLHV
REOLJDWLRQVULJKWVDQGSULYLOHJHVDSSOLFDEOHWRDOOPHPEHUVRIDVRFLHW\
DVZHOODVGHILQHWKHLUUHODWLRQVKLSVZLWKHDFKRWKHUDQGZLWKWKHVWDWHDQG




















VKRXOG EH FRQVWUXFWHG LQIOXHQFH KRZZH VKDSH OHJDO UHODWLRQVKLSV DQG
VRFLDOLQVWLWXWLRQVDVZHOODVLQIRUPZKDWZHFRQVLGHUWREHMXVWLFHZLWKLQ










FRQFHSWV VXFK DV WKH ´UHDVRQDEOH PDQµ DQG IRUPHG WKH EDVLV IRU WKH
 6HH7KH2UGLQDU\3UXGHQW0DQ%$//(17,1(·6/$:',&7,21$5<GHGGHILQLQJ
WKHDEVWUDFWPDQWRZKRPMXGLFLDOQRUPVDUHDSSOLHG'HILQLQJWKLVLVDPDWWHURIVHOHFWLQJ
ZKDW DUH HVVHQWLDO KXPDQ TXDOLWLHV ZKLFK FDQ WKHQ EH XVHG WR VHW H[SHFWDWLRQV DQG
DVSLUDWLRQVDWWDLQDEOHXQGHUDUXOHRIODZ
 6HH HJ +$11$+ )(1,&+(/ 3,7.,1 7+( &21&(37 2) 5(35(6(17$7,21 
H[SODLQLQJ KRZ WKH PHWKRGV RI VRFLDO WKHRULVWV GLIIHU IURP QDWXUDO VFLHQWLVWV DQG WKH
LPSRUWDQFHRIDFNQRZOHGJLQJWKHQHWZRUNRIFRQFHSWV











9XOQHUDELOLW\7KHRU\DQGWKH5ROHRI *RYHUQPHQW<$/(-/ 	 )(0,1,602YHUWKH
FRXUVH RI WKH QLQHWHHQWK DQG WZHQWLHWK FHQWXULHV FHUWDLQ TXDOLILHUV ZHUH UHPRYHG DQG
SROLWLFDOOHJDOVXEMHFWLYLW\IRUPDOO\JUHZWRHQFRPSDVVSUHYLRXVO\H[FOXGHGJURXSV,GDW
+RZHYHU WKLV HLJKWHHQWKFHQWXU\ OHJDO VXEMHFW FRQWLQXHV WR LQIOXHQFH WKH PRGHUQ OHJDO
VXEMHFW,G+HUHWDLQVPDQ\RIWKHVHFRQGDU\FKDUDFWHULVWLFVWKDWIRUPHGSHUFHSWLRQVRIWKH
QHHGV DQG SROLWLFDO VHQVLELOLWLHV RI DQ HLJKWHHQWKFHQWXU\ PDOH FLWL]HQ VKHOWHUHG E\
LQVWLWXWLRQVVXFKDVWKHSDWULDUFKDOIDPLO\DQGWKHSULYLOHJHVRIDPDVWHUVHUYDQWPHQWDOLW\
,G DW   6HH DOVR 0DUWKD $OEHUWVRQ )LQHPDQ %H\RQG ,GHQWLWLHV  7KH /LPLWV RI DQ
$QWLGLVFULPLQDWLRQ $SSURDFK WR (TXDOLW\  %8 / 5(9  ²  >KHUHLQDIWHU
)LQHPDQ %H\RQG ,GHQWLWLHV@ HODERUDWLQJ RQ WKH XQLYHUVDO OHJDO VXEMHFW DQG IUDPLQJ WKH
´¶YXOQHUDEOHVXEMHFW·DVWKHDSSURSULDWHOHJDODQGSROLWLFDOVXEMHFWµ
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7KLV OLEHUDO OHJDOVXEMHFW LVDIXOO\IXQFWLRQLQJDGXOW³LQFKDUJHDQG
FDSDEOHRIPDNLQJFKRLFHV8QUHVWUDLQHGE\WKHVWDWHKHZLOOEHUHZDUGHG
DFFRUGLQJ WR KLV SDUWLFXODU WDOHQWV DQG LQGLYLGXDO HIIRUWV  +LV VRFLDO
UHODWLRQVDUHGHILQHGE\FRQFHSWVVXFKDVFRQVHQWDQGVXSSRUWHGE\OHJDO
GRFWULQHV VXFK DV FRQWUDFW DQG SURSHUW\  7KH DWWDLQPHQW RI OLEHUDO
HFRQRPLF UROHV³VXFK DV MRE FUHDWRU HQWUHSUHQHXU WD[SD\HU DQG RI
FRXUVH FRQVXPHU³GHILQH WKH DVSLUDWLRQV DQGGHWHUPLQH WKH YDOXHV IRU
WKLV OHJDO VXEMHFW  7KH PHVV\ DVSHFWV RI ZKDW LW PHDQV WR EH KXPDQ
SDUWLFXODUO\WKHSK\VLFDOUHDOLWLHVRIYXOQHUDELOLW\DQGGHSHQGHQF\PD\
EH YLHZHG DV D SUREOHP EXW WKH\ DUH VWULFWO\ FRQVLGHUHG WR EH DQ




E\ YXOQHUDELOLW\ DQG QHHG UDWKHU WKDQ H[FOXVLYHO\ E\ UDWLRQDOLW\ DQG
OLEHUW\PRUH IXOO\ UHIOHFWV WKH KXPDQ FRQGLWLRQ  $V VXFK LW KDV WKH
SRZHUWRGLVUXSWWKHORJLFRISHUVRQDOUHVSRQVLELOLW\DQGLQGLYLGXDOOLEHUW\
EXLOW RQ WKH OLEHUDO VWHUHRW\SH RI DQ LQGHSHQGHQW DQG DXWRQRPRXV
LQGLYLGXDO  5HFRJQLWLRQ RI KXPDQ YXOQHUDELOLW\ PDQGDWHV WKDW WKH
QHROLEHUDOOHJDOVXEMHFWEHUHSODFHGZLWKWKHYXOQHUDEOHOHJDOVXEMHFWHYHQ
DV D UHVSRQVLYH VWDWH LV VXEVWLWXWHG IRU WKH UHVWUDLQHG VWDWH RI OLEHUDO
LPDJLQDWLRQ
 7KLV OLEHUDO OHJDO VXEMHFW LV EDVHG LQ WKH /RFNHDQ QRWLRQ RQ HTXDOLW\ RI WKH VDPH
LQDOLHQDEOHQDWXUDOULJKWV6HH0DUWKD$OEHUWVRQ)LQHPDQ&RQWUDFWDQG&DUH&+,.(17/




FHQWXU\ FRPPRQO\DVVRFLDWHGZLWK WKHHFRQRPLFSKLORVRSK\RI WKH&KLFDJR6FKRRO 6HH
JHQHUDOO\ 5,&+$5' $ 3261(5 (&2120,& $1$/<6,6 2) /$: G HG  '$1,(/ 7
52'*(56 $*(2))5$&785(²UHJDUGLQJWKHLQIOXHQFHRIWKHODZDQGHFRQRPLFV








 6HH LG DW  HODERUDWLQJ WKDW WKH KXPDQ FRQGLWLRQ LV PRUH IXOO\ UHIOHFWHG E\
YXOQHUDELOLW\DQGQHHG 6HHDOVR0DUWKD$OEHUWVRQ)LQHPDQ(TXDOLW\ DQG'LIIHUHQFH³7KH
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7KH UHWKLQNLQJ RI OHJDO VXEMHFWLYLW\ DQG VWDWH UHVSRQVLELOLW\ LV DQ
LPSRUWDQWVRFLDOMXVWLFHSURMHFW:KHQZHSODFHWKHYXOQHUDEOHVXEMHFWDW
WKHFHQWHURIRXUWKHRUL]LQJLWEHFRPHVFOHDUWKDWWKHUHLVDFROOHFWLYHRU
VRFLDO LQMXU\ WKDW LQHYLWDEO\ DULVHV IURP D VWDWH XQUHVSRQVLYH WR WKH
XQLYHUVDO DQG FRQVWDQW KXPDQ FRQGLWLRQ RI YXOQHUDELOLW\ DQG
GHSHQGHQF\7KHLQMXU\DULVHVIURPSURIRXQGQHJOLJHQFHRUGLVUHJDUG
RQ WKHSDUWRI WKH VWDWH WR DWWHQG WRKXPDQYXOQHUDELOLW\ LQ FUHDWLQJ LWV
LQVWLWXWLRQVDQGGHILQLQJWKHVRFLDOUHODWLRQVKLSVWKDWZLOOJRYHUQVRFLHW\






RU VLWXDWLRQV WKDWDUHXQLYHUVDO DQGGHILQH WKHKXPDQFRQGLWLRQ 7KH












 6HH)LQHPDQ%H\RQG ,GHQWLWLHVVXSUDQRWHDW QRWLQJ WKDWWKH ILUVWVWHS LQ WKH
















RU ODFNLQJ FDSDFLW\ FUHDWLQJ D´VSHFLDOµ OHJDO LGHQWLW\ IRU WKRVHZLWKLQ WKHJURXS 2WKHU
´YXOQHUDEOH SRSXODWLRQVµ VXFK DV \RXWK DW ULVN PD\ EH VXEMHFWHG WR GLVFLSOLQH RU
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DQG FRQVWDQWO\ VXVFHSWLEOH WR FKDQJHV³ERWK SRVLWLYH DQG QHJDWLYH
GHYHORSPHQWDO DQG HSLVRGLF³RYHU WKH FRXUVH RI OLIH DQG WKLV KDV
LPSOLFDWLRQV IRU RXU VRFLDO ZHOOEHLQJ DV ZHOO  1RWH WKDW KXPDQ
YXOQHUDELOLW\ LV QRW VHW IRUWK DV D QRUPDWLYH FRQFHSW  ,W LV GHVFULSWLYH
UHSUHVHQWLQJHPSLULFDOREVHUYDWLRQV




ZKLFK FDQSURYRNH FUHDWLYLW\ DQG UHVXOW LQ IXOILOOPHQW DQG VDWLVIDFWLRQ












DQG FRQVWDQWO\ YXOQHUDEOH KRZ VKRXOG WKLV UHFRJQLWLRQ LQIRUP WKH
VWUXFWXUHDQGRSHUDWLRQRIRXUVRFLHW\DQGLWV LQVWLWXWLRQV" 7RDQVZHU
WKLV TXHVWLRQ LW LV QHFHVVDU\ WR UHIOHFW LQLWLDOO\ XSRQ WKHZKROH LGHD RI
SXQLVKPHQW  7KLV $UWLFOHZLOO QRW H[SORUH WKH UHFRQFLOLDWLRQ RI WKH XQLYHUVDO YXOQHUDEOH
VXEMHFWZLWKZKDW,KDYHFDOOHGWKH´SDUDGR[µRISDUWLFXODULW\EXWWKRVHLQWHUHVWHGLQWKLV
DVSHFWVKRXOGVHH0DUWKD$OEHUWVRQ)LQHPDQ9XOQHUDELOLW\5HVLOLHQFHDQG/*%7<RXWK
7(03 32/ 	&,9 576 / 5(9²
 6HH )LQHPDQ 9XOQHUDELOLW\ DQG ,QHYLWDEOH ,QHTXDOLW\ VXSUD QRWH  DW ² 
H[SDQGLQJ RQ HPERGLHG KXPDQ EHLQJV EHLQJ YXOQHUDEOH DV WKH EDVLV IRU YXOQHUDELOLW\
WKHRU\





 6HH 0DUWKD $OEHUWVRQ )LQHPDQ &UDFNLQJ WKH )RXQGDWLRQDO 0\WKV  ,QGHSHQGHQFH
$XWRQRP\DQG6HOI6XIILFLHQF\$0 8 - *(1'(562& 32/·<	 />KHUHLQDIWHU
)LQHPDQ&UDFNLQJWKH)RXQGDWLRQDO0\WKV@H[SODLQLQJKRZKXPDQYXOQHUDELOLW\LVPHWE\
WKHFROOHFWLYHGHSHQGHQF\





7KH\ DUH FDVWLQJ WKHLU SUREOHPV DW VRFLHW\  $QG \RX
NQRZ WKHUH








DQGKRZLW IXQFWLRQV LQFULWLFDO WKHRU\DUHQRWDOZD\VREYLRXVDQGLW LV
LPSRUWDQWWRH[SOLFLWO\UHYHDOWKHDVVXPSWLRQVWKDWDUHPDGH:HNQRZ




RWKHU DVZHOO DV HVWDEOLVKLQJ WKH DSSURSULDWH UHODWLRQVKLS EHWZHHQ WKH
LQGLYLGXDODQGWKHVWDWH6HFRQGHYHU\VRFLHW\PXVWRIQHFHVVLW\GHYLVH
VRFLDO LQVWLWXWLRQV DQG UHODWLRQVKLSV WKDW UHVSRQG WR WKH UHDOLWLHV RI WKH
KXPDQFRQGLWLRQZKLFKPHDQVUHVSRQGLQJWRKXPDQYXOQHUDELOLW\DQG
GHSHQGHQF\
7KHVH WZRDVVHUWLRQV DERXW VRFLHW\ DUH DW WKHKHDUW RI YXOQHUDELOLW\
WKHRU\7KHVRFLDOLQVWLWXWLRQVDQGUHODWLRQVKLSVWKDWDVRFLHW\IRUPVPXVW
QRW RQO\ WUDQVFHQG WKH VSHFLILF LQWHUHVWV RI SDUWLFXODU LQGLYLGXDOV DQG
JURXSVEXWDOVRKDYHFRQFHUQIRUWKHLQWHUJHQHUDWLRQDOQHHGVRIVRFLHW\
7KLV VRFLHWDO SHUVSHFWLYH GHILQHV D SUHHPLQHQW VRFLDO MXVWLFH FKDOOHQJH
9XOQHUDELOLW\ WKHRU\ WHDFKHV XV WKDW KXPDQ EHLQJV DUH DOO LQHYLWDEO\
HPEHGGHGZLWKLQ WKHVRFLDO³ORFDWHGWKURXJKRXWRXU OLYHV LQSDUWLFXODU
V\VWHPVRIVRFLDORUJDQL]DWLRQ7KHVRFLDOQDWXUHRIWKRVHLQVWLWXWLRQVDQG
UHODWLRQVKLSV IRUP WKHEDVLV IRU VWDWH RU FROOHFWLYH UHVSRQVLELOLW\  7KLV
UHVSRQVLELOLW\FDQQRWLQLWLDOO\RUSULPDULO\EHXQGHUVWRRGRQO\LQWHUPVRI
LQGLYLGXDO ZHOOEHLQJ  6RFLDO MXVWLFH UHVSRQVLELOLW\ PXVW EH
LQWHUJHQHUDWLRQDO DQG GLUHFWHG WR WKH V\VWHPV RI LQVWLWXWLRQV DQG
UHODWLRQVKLSV GHYHORSHG E\ D VRFLHW\ WRPDLQWDLQ JHQHUDO KXPDQZHOO
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EHLQJDQGIORXULVKLQJ:HFDQQRWDGHTXDWHO\DVVHVVZKDWLVMXVWRQDQ
LQGLYLGXDO RU JURXS EDVLV ZLWKRXW FRQVLGHULQJ WKH MXVWLFH RI WKH
IXQGDPHQWDOVRFLDORUGHU7KHVRFLHWDOSUREOHPVRIJHQHUDORUJDQL]DWLRQ
DQGRUGHUPXVWGHILQHVWDWHUHVSRQVLELOLW\LQWKHILUVWLQVWDQFH
,Q GHILQLQJ WKLV FROOHFWLYH UHVSRQVLELOLW\ WKH FROOHFWLYH UHDOLW\ RI
KXPDQ YXOQHUDELOLW\ DQG WKH SK\VLFDO DQG VRFLDO GHSHQGHQF\ WKDW LW
LQHYLWDEO\JHQHUDWHVPXVWEHRIFHQWUDOFRQFHUQ,QSDUWLFXODUWKHVRFLDO
LPSOLFDWLRQV RI GHSHQGHQF\ DUH YLWDOO\ LPSRUWDQW LQ GHILQLQJ VWDWH







GHSHQGHQFH DULVHV IURP WKH ERG\  $V HPERGLHG EHLQJV ZH DUH
LQHYLWDEO\GHSHQGHQWRQSK\VLFDODQGHPRWLRQDOFDUHIURPRWKHUV7KLV
IRUPRIGHSHQGHQF\ LVSK\VLFDODQGGHYHORSPHQWDODQG IRU WKDW UHDVRQ
FDQEHWKRXJKWRIDVHSLVRGLF:HDUHGHSHQGHQWRQFDUHZKHQZHDUH
LQIDQWVRUFKLOGUHQEHFDXVHZLWKRXWFDUHZHZRXOGQRWVXUYLYH:KLOHWKLV
 6HH )LQHPDQ &UDFNLQJ WKH )RXQGDWLRQDO 0\WKV VXSUD QRWH  DW  GHVFULELQJ WKH
LPSRUWDQFHRIFDULQJIRUWKH\RXQJDQGLOOWKURXJKDJJUHJDWHFDUHWDNLQJ'LVWRUWLRQVZLWKLQ






0DVNLQJ'HSHQGHQF\  7KH3ROLWLFDO5ROH RI )DPLO\5KHWRULF 9$ / 5(9   
H[SODLQLQJKRZVRPHPHPEHUVRIVRFLHW\RSHQO\H[KLELWGHSHQGHQF\ 'HSHQGHQF\KDV
W\SLFDOO\ EHHQ XVHG DV D KLJKO\ VWLJPDWL]HG WHUP SDUWLFXODUO\ LQ WKH FRQWH[W RI ZHOIDUH
UHIRUP  6HH LG DW ²  'HSHQGHQF\ DQG WKH LGHD RI F\FOHV RI LQWHUJHQHUDWLRQDO
GHSHQGHQF\ZHUHXVHGWR MXVWLI\GUDFRQLDQFXWVWRDQDOUHDG\PHDJHUVDIHW\QHW IRUSRRU
ZRPHQDQGWKHLUFKLOGUHQLQWKH866HH LGDWH[SORULQJVLQJOHDQGGLYRUFHGPRWKHUV
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7KH LQHYLWDEOHGHSHQGHQF\RI WKH LQIDQWJHQHUDWHVDGLIIHUHQWVRFLDO
IRUP RI GHSHQGHQF\ IRU WKRVH ZKR XQGHUWDNH WKH HVVHQWLDO WDVN RI
FDUHWDNLQJ 7KHWHUP´GHULYDWLYHGHSHQGHQF\µFDSWXUHVWKHVLPSOHEXW
RIWHQRYHUORRNHG IDFW WKDW WKRVHZKRFDUH IRURWKHUVDUH WKHQUHQGHUHG
UHOLDQW RU GHSHQGHQW RQ DFFHVV WR VXIILFLHQWPDWHULDO LQVWLWXWLRQDO DQG
SK\VLFDOUHVRXUFHVLQRUGHUWRDFFRPSOLVKWKDWFDUHVXFFHVVIXOO\
8QOLNHWKHLQHYLWDEOHIRUPRIGHSHQGHQF\GHULYDWLYHGHSHQGHQF\LQ
WKH FDUH FRQWH[W LV QRW XQLYHUVDOO\ H[SHULHQFHG  &DUHWDNLQJ LV QRW D
XQLYHUVDO H[SHULHQFH EXW KDV FRPPRQO\ EHHQ DVVLJQHG WR VRFLDO
LQVWLWXWLRQV OLNH WKH IDPLO\ ZKLFK DUH VWUXFWXUHG WKURXJK KLVWRU\




VXSSRUWV³VXFK DV FKLOGFDUH SDLG SDUHQWDO OHDYH RU RWKHU VRFLDO












 6HH-DFH\)RUWLQ¶$FFHVVWR/LWHUDF\·,V1RWD&RQVWLWXWLRQDO5LJKW 1< 7,0(6-XO\
KWWSVZZZQ\WLPHVFRPHGXFDWLRQGHWURLWSXEOLFVFKRROVHGXFDWLRQKWPO
>KWWSSHUPDFF&6$60%@
 7KH OHJDO OLWHUDWXUH RQ DFFRPPRGDWLRQ LQ WKHZRUNSODFH LV LQVWUXFWLYH  6HH (/,125
%85.(77 7+(%$%<%221  DUJXLQJ WKDW FKLOGOHVVZRUNHUVDUH VWLJPDWL]HGDQG
H[SORLWHGLQRUGHUWRDFFRPPRGDWHSDUHQWVLQWKHZRUNSODFH)RUDGLVFXVVLRQRI%XUNHWW
V
ERRN VHH $QGUHZ +DFNHU 7KH &DVH $JDLQVW .LGV 1< 5(9 %22.6 1RY  
KWWSVZZZQ\ERRNVFRPDUWLFOHVWKHFDVHDJDLQVWNLGV
>KWWSSHUPDFF=6;-/@ 6HH DOVR0DU\$QQ&DVH+RZ+LJK WKH$SSOH 3LH" $ )HZ
7URXEOLQJ4XHVWLRQV$ERXW:KHUH:K\DQG+RZWKH%XUGHQRI&DUHIRU&KLOGUHQ6KRXOG%H6KLIWHG
 &+,.(17 / 5(9  ²  FODLPLQJ WKDW VWDWH VXSSRUW PD\ LQYROYH
LQDGHTXDWH PRQLWRULQJ IXQFWLRQV .DWKHULQH 0 )UDQNH 7KHRUL]LQJ <HV  $Q (VVD\ RQ
)HPLQLVP/DZDQG'HVLUH&2/80 / 5(9²KROGLQJWKDWVWDWHVXSSRUW
RI FDUHWDNHUV ZRXOG UHLQIRUFH WKH PDWHUQDOL]DWLRQ RI ZRPHQ DQG WKH UHSURGXFWLRQ RI
FDSLWDOLVWVRFLHW\WKURXJKWKHFRPPRGLILFDWLRQRIFKLOGUHDULQJDQGWKDWLWZRXOGEHXQIDLU
WR WD[SD\HUVZKR KDYH QR FKLOGUHQ $P\/:D[5HWKLQNLQJ:HOIDUH 5LJKWV  5HFLSURFLW\
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UHFRJQLWLRQ RI GHULYDWLYH GHSHQGHQF\ UHYHDOV VRPHWKLQJ DERXW WKH
QHFHVVLW\RIVRFLDORUJDQL]DWLRQLQWKHIDFHRIGHSHQGHQF\%XWQHFHVVLW\
GRHVQRWPHDQFRQIRUPLW\
$V ZH NQRZ WKHUH DUH VLJQLILFDQW GLIIHUHQFHV DFURVV FXOWXUHV DQG
KLVWRU\ LQ KRZ VRFLDO RUJDQL]DWLRQ DQG LQVWLWXWLRQV DULVH LQ UHVSRQVH WR
YXOQHUDELOLW\DQGGHSHQGHQF\ 7KHUHDUHDOVR VLJQLILFDQWGLIIHUHQFHV LQ
WKH GHJUHH WR ZKLFK UHVSRQVLELOLW\ LV FRQVLGHUHG WR EH LQGLYLGXDO RU
FROOHFWLYHSULYDWHRUSXEOLF 7KRVHGLIIHUHQFHVUHIOHFWSROLWLFDO LGHRORJ\
DQG GLIIHUHQFHV LQ YDOXHV DQG QRUPV XVHG WR DOORFDWH UHVSRQVLELOLW\
EHWZHHQLQGLYLGXDOVWKHVWDWHDQGVWDWHLQVWLWXWLRQV
(YHQZKHQ WKHUH LV VLJQLILFDQW DJUHHPHQW DERXW WKH EDVLF SROLWLFDO
YDOXHVZLWKLQ VRFLHW\DWDQ\JLYHQ WLPHSROLWLFDOSRVLWLRQV LQ UHJDUG WR
JHQHUDOLWLHVVXFKDVHTXDOLW\DXWRQRP\OLEHUW\DQGMXVWLFHFDQGLYHUJHDV
GLIIHUHQW IDFWLRQV HPSKDVL]LQJ WKH YDOXHV RU QRUPV WKH\ SUHIHU
1RQHWKHOHVVWKHFKRLFHVXQGHUO\LQJWKRVHODZVUDLVHLPSRUWDQWQRUPDWLYH
TXHVWLRQV DERXW MXVWLFH DQG FRQFOXVLRQV DERXW KRZ WKLQJV VKRXOG EH
SURSHUO\VWUXFWXUHG,QUHVROYLQJWKHVHQRUPDWLYHTXHVWLRQVZHPXVWEH
FRQILGHQWRIWKHXQGHUO\LQJHPSLULFDOUHDOLWLHVXSRQZKLFKRXUQRUPDWLYH
FKRLFHV UHO\  7KLV LV ZK\ XQOLNH OLEHUDO WKHRU\ YXOQHUDELOLW\ WKHRU\
DVVHUWV WKDW LQ UHVROYLQJ WKHVH QRUPDWLYH LVVXHV RI VWDWH UHVSRQVLELOLW\
KXPDQYXOQHUDELOLW\DQGGHSHQGHQFHPXVWEHIXQGDPHQWDO
' 6RFLDO,QVWLWXWLRQVDQG5HVLOLHQFH
8QGHUVWDQGLQJ YXOQHUDELOLW\ DV LQHYLWDEO\ DULVLQJ IURP RXU
HPERGLPHQW DQG LQHVFDSDEO\ QHFHVVLWDWLQJ WKH FUHDWLRQ RI VRFLDO
LQVWLWXWLRQV VKRXOG PDNH LW FOHDU WKDW WKHUH LV QR SRVLWLRQ RI HLWKHU
LQYXOQHUDELOLW\ RU LQGHSHQGHQFH  )RUWXQDWHO\ KRZHYHU WKHUH LV
UHVLOLHQFH  5HVLOLHQFH LV FHQWUDOO\ LPSRUWDQW LQ D YXOQHUDELOLW\ DQDO\VLV
5HVLOLHQFH LV QRW D QDWXUDOO\ RFFXUULQJ DQG YDULDEOH FKDUDFWHULVWLF RI DQ
LQGLYLGXDO QRU LV LW DFKLHYHG RQO\ E\ LQGLYLGXDO DFFRPSOLVKPHQW DQG
HIIRUW 5HVLOLHQFH LVDSURGXFWRIVRFLDO UHODWLRQVKLSVDQG LQVWLWXWLRQV
+XPDQEHLQJVDUHQRWERUQ UHVLOLHQW 5HVLOLHQFH LVSURGXFHGRYHU WLPH
1RUPV5HDFWLYH$WWLWXGHVDQGWKH3ROLWLFDO(FRQRP\RI:HOIDUH5HIRUP/ 	&217(03 352%6













5HVLOLHQFH LV IRXQG LQ WKH PDWHULDO FXOWXUDO VRFLDO DQG H[LVWHQWLDO
UHVRXUFHV WKDW DOORZ LQGLYLGXDOV WR UHVSRQG WR WKHLU YXOQHUDELOLW\ DQG
GHSHQGHQFLHV  5HVLOLHQFH LV PHDVXUHG E\ DQ LQGLYLGXDO·V DELOLW\ WR
VXUYLYHRUUHFRYHUIURPKDUPRUVHWEDFNVWKDWLQHYLWDEO\RFFXURYHU WKH
OLIH FRXUVH  5HVLOLHQFH KDV SRVLWLYH PDQLIHVWDWLRQV DV ZHOO  5HVLOLHQW
LQGLYLGXDOV FDQ IRUP UHODWLRQVKLSV XQGHUWDNH WUDQVDFWLRQV WDNH
DGYDQWDJHRIRSSRUWXQLWLHVRUWDNHULVNVLQOLIHFRQILGHQWWKDWLIWKH\IDLO
WKH FKDOOHQJHRUPHHWXQH[SHFWHGREVWDFOHV WKH\ DUH OLNHO\ WRKDYH WKH
PHDQV DQG DELOLW\ WR UHFRYHU  ,Q RWKHU ZRUGV UHVLOLHQFH DOORZV XV WR
UHVSRQG WR OLIH³QRW RQO\ WR VXUYLYH EXW DOVR WR WKULYH ZLWKLQ WKH
FLUFXPVWDQFHVLQZKLFKZHILQGRXUVHOYHV
 5HVRXUFHVRI5HVLOLHQFH
,QVWLWXWLRQV DUH WKH PHFKDQLVPV IRU LQGLYLGXDOV WR DFFUXH WKH
UHVRXUFHV WKH\ QHHG WR KDYH UHVLOLHQFH  7KH IDFW WKDW D YXOQHUDELOLW\
DQDO\VLV EULQJV WKH OLIH FRXUVH LQWR IRFXV LV DOVR LPSRUWDQW  5HVLOLHQFH
FRQIHUULQJ LQVWLWXWLRQVRSHUDWHERWK VLPXOWDQHRXVO\ DQG VHTXHQWLDOO\ LQ
VRFLHW\7KDWWKH\DUHVHTXHQWLDOLVVLJQLILFDQWEHFDXVHLWLOOXPLQDWHVKRZ
IDLOXUH WR JDLQ UHVRXUFHV RU UHVLOLHQFH VXFFHVVIXOO\ LQ RQH VWDJH FDQ
IXQGDPHQWDOO\DIIHFWWKHDELOLW\RIDQLQGLYLGXDOWRVXFFHHGLQDQRWKHU$Q
LQDGHTXDWHHGXFDWLRQZLOO LPSDLU WKHDELOLW\ WRVHFXUHHPSOR\PHQWDQG
DFFXPXODWHPDWHULDOJRRGVZKLFKZLOODOVRDIIHFWZHOOEHLQJODWHULQWKH
OLIHFRXUVHLQWKHFRQWH[WRIKHDOWKIDPLO\IRUPDWLRQDQGSURVSHFWVLQROG





KDYH OLWWOHFRQWUROµ 6HHDOVR6<1(67+(7,&/(*$/,7,(6 6(1625<',0(16,2162)/$:$1'
-85,6358'(1&(6DUDK0DUXVHNHG5RXWOHGJHFLWLQJ0DUWKD$OEHUWVRQ)LQHPDQ
9XOQHUDELOLW\5HVLOLHQFH DQG/*%7<RXWK7(03 32/ 	 &,9 576 / 5(9   




&\QWKLD*UDQW%RZPDQHGV H[SDQGLQJRQWKH OLVWRIDVVHWVLGHQWLILHGLQ 3($'$5.,5%<
98/1(5$%,/,7<$1'9,2/(1&( 7+( ,03$&72)*/2%$/,=$7,21  DQGGHYHORSHG LQ
0DUWKD$OEHUWVRQ)LQHPDQ7KH9XOQHUDEOH6XEMHFW$QFKRULQJ(TXDOLW\LQWKH+XPDQ&RQGLWLRQ
<$/(-/ 	 )(0,1,60 
 6HH0DUWKD$OEHUWVRQ)LQHPDQ	*HRUJH6KHSKHUG+RPHVFKRROLQJ&KRRVLQJ3DUHQWDO
5LJKWV2YHU&KLOGUHQ
V,QWHUHVWV8 %$/7 / 5(9
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7KH IDFW WKDW LQVWLWXWLRQV RSHUDWH VLPXOWDQHRXVO\ LV DOVR VLJQLILFDQW
ZKHQWKLQNLQJDERXWUHVLOLHQFH7KHIDPLO\WKHPDUNHWWKHILQDQFLDODQG
HGXFDWLRQDO V\VWHPV DQG RWKHU VRFLDO VWUXFWXUHV DUH WKH LQWHUVHFWLQJ
LQVWLWXWLRQV WKURXJKZKLFKZHDFFXPXODWH WKHPDWHULDO FXOWXUDO VRFLDO
DQG H[LVWHQWLDO UHVRXUFHV WKDW JLYH XV UHVLOLHQFH DV LQGLYLGXDOV
7KHUHIRUH UHVLOLHQFH JDLQHG WKURXJK RQH LQVWLWXWLRQDO RU UHODWLRQDO
DUUDQJHPHQW FDQ RIIVHW RU PLWLJDWH GLVDGYDQWDJHV LQ RWKHUV DQG YLFH
YHUVD  )RU LQVWDQFH D VWURQJ IDPLO\ FRPSHQVDWHV IRUZHDN HGXFDWLRQ










FDVW DV ZHDOWK DQG MRE FUHDWRUV³HQWUHSUHQHXUV SDYLQJ WKH SDWK IRU







 /LEHUDO SROLWLFDO UKHWRULF UHIOHFWV D JUHDWHU UHFRJQLWLRQ WKDW JRYHUQPHQW DVVLVWDQFH LV
QHFHVVDU\WRSURYLGHEDVLFQHHGVOLNHKHDOWKFDUHDQGHGXFDWLRQWKDQLWVPRUHFRQVHUYDWLYH
FRXQWHUSDUW+RZHYHUERWKJXDUGDQGSUHVHUYHWKHSXEOLFSULYDWHGLYLGH
 6HH-$&2%6 +$&.(5	3$8/3,(5621:,11(57$.($//32/,7,&6 +2::$6+,1*721
0$'(7+(5,&+5,&+(5³$1'7851(',76%$&.217+(0,''/(&/$66 WDONLQJDERXW
WKH UHODWLRQVKLS RI SROLWLFDO LQVWLWXWLRQV WR LQHTXDOLW\ DQG ZHDOWK FRQFHQWUDWLRQ '$521
$&(02*/8	 -$0(6$ 52%,1621 :+<1$7,216)$,/ 7+(25,*,162)32:(5 35263(5,7<
$1' 329(57<  VKRZLQJ WKH UHOHYDQFH RI SROLWLFDO DQG HFRQRPLF LQVWLWXWLRQV IRU
GHYHORSPHQW




DQG WKHHFRQRPLF VHFXULW\RI HYHU\RQH DOO UHVW LQ WKHLUKDQGVµ 6HH&+$5/(6( /,1'%/20
32/,7,&6$1'0$5.(76 7+(:25/'·632/,7,&$/(&2120,&6<67(06HPSKDVLV
DGGHG










GRJPD WKDW SODFHV WKHVH LQVWLWXWLRQV ZLWKLQ D ´SULYDWH VSKHUHµ
GLVWLQJXLVKLQJ WKHP IURP D SXEOLF DUHQD LQ ZKLFK VWDWH DFWLRQ DQG
UHVSRQVLELOLW\DUHWKHQRUPV7KHIDLOXUHWRUHFRJQL]HWKHSXEOLFSXUSRVH
RI WKHVH LQVWLWXWLRQV DQG WKH FRUUHVSRQGLQJ SXEOLF UHVSRQVLELOLW\ IRU
WKHP LVQRW RQO\PLVJXLGHGEXW DOVRGHWULPHQWDO WR WKH IXQFWLRQLQJRI
VRFLHW\DQGWKHZHOIDUHRIPDQ\LQGLYLGXDOVZLWKLQLW
7KDW WKHVH FRQVWUXFWHG HQWLWLHV DUH GHHPHG ´SULYDWHµ LQVWLWXWLRQV
HYHQ WKRXJKZH HQDFW ODZV WR IDFLOLWDWH WKHLU FUHDWLRQ GHWHUPLQH WKHLU









WKH QHHG IRU D FROOHFWLYH UHVSRQVLELOLW\ WRZDUG FDUH  6HH JHQHUDOO\0$57+$ $/%(57621
),1(0$1 7+(1(87(5('027+(57+(6(;8$/&2175$&7$1'27+(57:(17,(7+&(1785<
75$*(',(6





$/3(529,7= 	 /(: '$/< 81-867 '(6(576 +2: 7+( 5,&+ $5( 7$.,1* 285 &20021
,1+(5,7$1&(   TXRWLQJ 52%(57$ '$+/ ',/(00$62)3/85$/,67'(02&5$&<
²'DKODOVRQRWHGWKDWWKHYLHZRIHFRQRPLFLQVWLWXWLRQVDV´SULYDWHµLVDQ´LOO





VXEMHFW WR KHDY\ SXEOLF UHJXODWLRQPRVWO\ EHFDXVH LW UHWDLQV DVSHFWV RI VWDWXV DQG LV QRW
JRYHUQHG E\ FRQWUDFW  ,Q FRQWUDVW WKH ¶SXEOLF· DUHQD RI WKHPDUNHWSODFH LV JRYHUQHG E\
ERGLHVRIGHVLJQDWHG¶SULYDWH·ODZVXFKDVFRQWUDFW7KHVHFRQWUDU\FKDUDFWHUL]DWLRQVKDYH
LGHRORJLFDOQXDQFHVµ
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&UHDWLQJ VRFLDO LQVWLWXWLRQVDQG UHODWLRQVKLSVDOVR LQYROYHVGHILQLQJ
WKHUHODWLRQVKLSEHWZHHQWKHVWDWH WKH LQVWLWXWLRQVLWFUHDWHV LQ ODZDQG
WKHLQGLYLGXDO/DZVDQGOHJDOSULQFLSOHVIRUPRUFRQVWUDLQWKHRQJRLQJ







SDUWLFLSDWLRQ LQ VLJQLILFDQW DQG FRQVHTXHQWLDO GHFLVLRQV DIIHFWLQJ WKH
SUHVHQWDQGIXWXUHZHOOEHLQJRIFKLOGUHQ7KLVGHIDXOWSRVLWLRQRIWKH







 )RU WKLV UHDVRQ WKHVH DUH H[DPSOHV RI WKH ODZV WKDW VKRXOG EH FRQVLVWHQWO\ DQG
ULJRURXVO\ H[DPLQHG ZLWK SULQFLSOHV RI VRFLDO MXVWLFH LQ PLQG  6HH )LQHPDQ $QFKRULQJ
(TXDOLW\ VXSUDQRWH  DW ²  9XOQHUDELOLW\ WKHRU\ UHIHUV WR WKHVH UHODWLRQVKLSV DV VRFLDO
LGHQWLWLHV,GDW²7KH\H[SUHVVVRFLHWDOH[SHFWDWLRQVWKDWJRYHUQWKHLQWHUDFWLRQDQG
FRQVHTXHQFHV ZLWKLQ LQVWLWXWLRQV  ,G -RQDWKDQ: )LQHPDQ$ 9XOQHUDELOLW\ $SSURDFK WR
3ULYDWH2UGHULQJ(PSOR\PHQWLQ98/1(5$%,/,7<$1'7+(/(*$/25*$1,=$7,212):25.
 0DUWKD $OEHUWVRQ )LQHPDQ 	 -RQDWKDQ : )LQHPDQ HGV  >KHUHLQDIWHU 3ULYDWH
2UGHULQJ(PSOR\PHQW@,WLVDOVRLPSRUWDQWWRVHHKRZVRFLDOLGHQWLWLHVPD\LQWHUVHFWLQXQMXVW








DQG FRQVHTXHQFHV RI HPSOR\PHQW DV SULPDULO\ RI SULYDWH FRQFHUQ  6HH 3ULYDWH 2UGHULQJ
(PSOR\PHQW VXSUDQRWH 7KHVDPHSULQFLSOHVDUHXVHGWRVXSSRUW WKHRUJDQL]DWLRQRI
FRUSRUDWHUHODWLRQVKLSVVRDVWRWKZDUWUHJXODWLRQVDQGRYHUVLJKW
 2QHH[DPSOHRIKRZDYXOQHUDELOLW\DQDO\VLVPLJKWDGGUHVV WKLV LV IRXQG LQ0DUWKD
$OEHUWVRQ )LQHPDQ 	 *HRUJH 6KHSKHUG +RPHVFKRROLQJ  &KRRVLQJ 3DUHQWDO 5LJKWV 2YHU
&KLOGUHQ
V,QWHUHVWV8 %$/7 / 5(9DUJXLQJWKDWSDUHQWDOULJKWVDQGIDPLO\
SULYDF\SUHVHQWDQREVWDFOHWRWKHVWDWHEHDULQJDQHGXFDWLRQDOUHVSRQVLELOLW\






$V LQGLFDWHG SUHYLRXVO\ WKH FRQFHSW RI GHULYDWLYH GHSHQGHQFH LV
LPSRUWDQWKHUH  ,IZHDUH WR IXOILOO WKH VRFLDO UROHVZHRFFXS\ZLWKLQ
VRFLHW\ZHPXVWEHDEOHWRUHO\RQLWVLQVWLWXWLRQV,IVRFLHW\LVWRIORXULVK
LW PXVW UHO\ RQ WKH VXFFHVV RI WKH LQVWLWXWLRQV DQG LQGLYLGXDOV ZKR
FRPSULVH LW  ,QGLYLGXDODQGFROOHFWLYHUHOLDQFHRQVRFLDOUHODWLRQVKLSV
DQG LQVWLWXWLRQV PDQGDWH WKDW WKH VWDWH PRQLWRU WKHVH HVVHQWLDO VRFLDO
DUUDQJHPHQWV DQG PDNH DGMXVWPHQWV ZKHQ WKH\ DUH QRW RSHUDWLQJ








WKHRU\ UHTXLUHV WKDW FULWLFDO LQTXLU\ EHJLQZLWK D FRQVLGHUDWLRQ RI KRZ
VRFLHW\ VWUXFWXUHV LWV LQVWLWXWLRQV DQG UHODWLRQVKLSV WKURXJK ODZ DQG
SROLF\,QXUJLQJXVWRGRWKLVEHIRUHORRNLQJDWKRZVSHFLILFLQGLYLGXDOV
RUJURXSVDUHIDULQJZLWKLQWKRVHVRFLDODUUDQJHPHQWVWKHWKHRU\VHHNVWR
GHILQH DQG DSSO\ D OHJLVODWLYH RU DGPLQLVWUDWLYH VHW RI GHFLVLRQPDNLQJ




,Q WDNLQJ WKLV DSSURDFK WR VWDWH UHVSRQVLELOLW\ YXOQHUDELOLW\ WKHRU\
H[SDQGV RXU QRWLRQ RI ZKDW FRQVWLWXWHV DQ LQMXU\ RI FRQVWLWXWLRQDO
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VRPH FLWL]HQV   ,I VRFLDO LQVWLWXWLRQV DQG UHODWLRQVKLSV DUH IRUPHG WR
UHVSRQG WR KXPDQ YXOQHUDELOLW\ DQG GHSHQGHQF\ WKHQ KXPDQ
YXOQHUDELOLW\DQGGHSHQGHQF\VKRXOGIRUPWKHIRXQGDWLRQRIRXUVRFLDO
FRPSDFW  7KLV VRFLHWDOSHUVSHFWLYH LV YHU\GLIIHUHQW IURP WKDW IRXQG LQ
WUDGLWLRQDO VRFLDO FRQWUDFW WKHRU\ LQ GHILQLQJ VWDWH UHVSRQVLELOLW\
7UDGLWLRQDOVRFLDOFRQWUDFWFRQFHSWVDUHEDVHGRQWKHLGHDWKDWUDWLRQDODQG
DXWRQRPRXVLQGLYLGXDOVFRQVHQWWRFHGHVRPHRIWKHLUQDWXUDOO\HQGRZHG
OLEHUW\ WR WKH UHVWUDLQHG VWDWH LQ H[FKDQJH IRUPXWXDO SURWHFWLRQ LQ D
+REEHVLDQ ZRUOG  %\ FRQWUDVW YXOQHUDELOLW\ WKHRU\ UHFRJQL]HV VWDWH
UHVSRQVLELOLW\DVORFDWHGZLWKLQWKHKXPDQQHHGVQDWXUDOO\DULVLQJIURP








VXFFHVV GHSHQGV RQ WKH VXFFHVVIXO LQWHJUDWLRQ DQG RSHUDWLRQ RI WKRVH
LQVWLWXWLRQV  ,Q LWV FRQVLGHUDWLRQ RI WKH UROH RI VRFLDO LQVWLWXWLRQV LQ




DFWLRQV RI WKH LQGLYLGXDOV ZLWKLQ LW  $ VRFLDO MXVWLFH SDUDGLJP VKRXOG
HQFRPSDVV WKH ZKROH³QRW MXVW LQGLYLGXDO³SDUWV RI VRFLHW\  7KLV
LQWHJUDWHG DSSURDFK PD\ UHTXLUH WKDW LQ VRPH FLUFXPVWDQFHV VSHFLILF
LQWHUHVWV RU LQGLYLGXDOGHVLUHVPXVW EH DGMXVWHG WR DFFRPPRGDWH VRFLDO
ZHOOEHLQJ %XW WKLV VKRXOGEHDSURFHVVRIEDODQFLQJQRW LJQRULQJ WKH
UHVSHFWLYHSRVLWLRQVRIHYHU\RQHLQYROYHGLQDQ\VLWXDWLRQ
/DZ LV D SULPDU\ZD\ LQZKLFKZH RUGHU VRFLHW\ DQG VWUXFWXUH LWV
V\QHUJHWLF UHODWLRQVKLSV  ,WSURYLGHV WKHUXOHVJRYHUQLQJ LQGLYLGXDOV LQ
WKHLULQWHUDFWLRQVZLWKHDFKRWKHUEXWDOVRGHILQHVWKHUHODWLRQVKLSEHWZHHQ
WKH LQGLYLGXDO DQG WKH VWDWH³LQFOXGLQJ WKH VWDWH·V UHVSRQVLELOLW\ WR WKH




ZRUOG LV QRW VXUSULVLQJ  7KH\ GR VR E\ H[SORLWLQJ DQG GRPLQDWLQJ RWKHUV LQFOXGLQJ
JRYHUQLQJVWUXFWXUHV6HHHJ+HQULN6 WUD7KH6WDWHRI1R1DWXUH³7KRPDV+REEHVDQGWKH
1DWXUDO:RUOG- ,17·/6&, 38%/·16 (&2/2*<	6$)(7< -XQHDW GLVFXVVLQJ
ZKHWKHUD+REEHVLDQVRFLHW\ZLOOFDUHIRURUH[SORLWUHVRXUFHVDQGODWHUDUJXLQJWKDW´DVWDWH
QRWEXLOWWREHVHFXUHFDQIDOODWDQ\WLPHµ
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